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Price Quotations 
ZKHUH p cp = price of product p in country c
Dc j and Dp i = country and product dummies
Np and Nc = number of products and countries, respectively. 
1RWH WKDW WKH ¿UVW FRXQWU\ GXPP\ LV GURSSHG IURP WKH V\VWHP EHFDXVH PDWUL[ ; LV RI UDQN 1S1F 8 ,Q IDFW DQ\ YDULDEOH IURP WKH V\VWHP FDQ EH GURSSHG DQG GURSSLQJ WKH ¿UVW FRXQWU\ ¶V GXPP\ VLPSO\ PDNHV LW WKH EDVH FRXQWU\
The solution is given (under the conditions of independently and identically distributed UDQGRP GLVWXUEDQFHV E\ β X X X y
,Q DGGLWLRQ RQH SURGXFW YDULDEOH VD\ WKH ¿UVW SURGXFW GXPP\ FDQ EH GURSSHG DQG DQ LQWHUFHSW FDQ EH LQWURGXFHG 7KLV LV WKH VHFRQG IRUP RI WKH &3' ,Q WKLV FDVH
The solutions of equations (5) and (8) 
Higher Level Aggregation: The Index Number Issue
7KH LQGH[ QXPEHU WKHRU\ UHFRPPHQGV FKDLQ LQGH[HV IRU WKH &3, DV EHWWHU DSSUR[LPDWLQJ WKH 'LYLVLD LQGH[ 7KH 'LYLVLD LQGH[ LV GHWHUPLQHG LI WKH SULFHV DQG TXDQWLWLHV FDQ EH SUHVHQWHG DV FRQWLQXRXV IXQFWLRQV RI WLPH 7KH 'LYLVLD LQGH[ GHFRPSRVHV YDOXH SULFH PXOWLSOLHG E\ TXDQWLW\ LQWR WZR FRPSRQHQWV SULFH DQG TXDQWLW\ LQGH[HV UHVSHFWLYHO\ 7KH YDOXH LV GLIIHUHQWLDWHG ZLWK UHVSHFW WR WLPH WR REWDLQ WKH WZR FRPSRQHQWV D SULFH FKDQJH and a quantity change. Because in practice prices can be recorded only at discrete LQWHUYDOV DQG ZHLJKWV QRUPDOO\ FDQ EH REWDLQHG DW HYHQ PRUH GLVFUHWH LQWHUYDOV RQO\ DQ DSSUR[LPDWLRQ WR WKH 'LYLVLD LQGH[ FDQ EH PDGH 7KXV DQ DQQXDO FKDLQ LQGH[ PD\ EH UHJDUGHG DV D GLVFUHWH DSSUR[LPDWLRQ WR D 'LYLVLD LQGH[ $ YDULHW\ RI LQGH[ QXPEHU IRUPXODH FDQ EH XVHG IRU WKLV DSSUR[LPDWLRQ EXW XVXDOO\ WKH 7|UQNTYLVW RU )LVKHU LV UHFRPPHQGHG DV LQGLYLGXDO FKDLQ LQGH[HV )RU SUDFWLFDO UHDVRQV WKH /DVSH\UHV IRUPXOD LV RIWHQ XVHG LQ WKH FKDLQ LQGH[ DV LW FRXOG EH GLI¿FXOW WR HVWLPDWH WKH FXUUHQW \HDU ¶V H[SHQGLWXUHV 1RUPDOO\ GLIIHUHQFH EHWZHHQ FKDLQ /DVSH\UHV DQG FKDLQ 7|UQNTYLVW RU )LVKHU LQGH[HV LV UDWKHU VPDOO HYHQ WKRXJK WKH ELDV IURP XVLQJ WKH /DVSH\UHV LQGH[ LV V\VWHPDWLF DFFXPXODWLQJ DQG LV DURXQG ± SHU \HDU )RU WKH FXUUHQW H[HUFLVH WKH LQLWLDO LQWHQWLRQ ZDV WR XVH WKH FKDLQ 7|UQNTYLVW LQGH[ +RZHYHU DV SUHYLRXVO\ PHQWLRQHG WKH H[SHQGLWXUHV ZHLJKWV GHULYHG IRU HDFK PDMRU FRPPRGLW\ DUH RQO\ DYDLODEOH IURP WKH ),(6 ZKLFK LV FRQGXFWHG RQFH HYHU\ \HDUV $W WKH WLPH RI WKH VWXG\ DQQXDO H[WUDSRODWLRQ RI ZHLJKWV IURP WKH ± SHULRGV LV
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Yuri Dikhanov, Chellam Palanyandy, and Eileen Capilit analyze the plausibility of integrating the International Comparison Program with the consumer price index (CPI) by computing subnational purchasing power parities using regional prices and expenditure weights from the CPI for the Philippines. The study shows that prices collected for the CPI could be used to provide reliable estimates of price levels across regions, and that regional price movements are highly correlated. The substitution effect of using year 2000 expenditure weight, however, has not been explored in this study.
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